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BELGIAN KEY ECONOMIC INDICATORS 


All values in U.S. $ million L/ 
and represent period averages 
unless otherwise indicated. 


% Change 
ream: 2/ 1977 1976/1977 1978 (est.) 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 13,1733 80,787 88,000 
GNP at Constant 1970 Prices 44,057 44,806 i 46,000 
Per Capita GNP at Current 

Prices (in $) 7,506 8,214 : 8,950 
Gross Capital Formation 

at Current Prices 15,964 18,3593/ ; 21,000 
Indices: (1970=100) 4/ 

Industrial Production L239 113.0 116 
Avg. Industrial Wage 5/ 240 262 288 
Labor Force (Thousands Workers)— 3,940 3,965 3,995 
Avg. Unemployment Rate (%) 5.8 6.7 7ae 


MONEY AND PRICES 
Money Supply 19,087 20,895 . 22,980 
Public Debt 29,540 34,283 S 38,470 
National Bank Discount Rate (%) 9.0 9.0 - V0 
Price Indices: 6/ 
Wholesale Price (1970=100) 149.6 148.1 150 
Retail Sales (1974/75=100) Das ome 124.7 132 


BALANCE OF PAYMENTS/TRADE 

Gold & For.Exchange Reserves 5,206 4,831 -(7.2) 4,700 

Balance of Payments - (319) - (315) - - (1,000) 

Balance of Trade // 42,557)  =-(2,761) “ -(4,000) 

Total Exports, FOB, of which: 32,810 37,489 14.2 44,000 
Exports to U.S. 1,467 ove 34.6 1,900 
Exports to Common Market 24,150 26,708 10.6 31,300 

Total Imports, CIF, of which: 35,465 40,250 13.5 48,000 
Imports from U.S. 2,169 2ygae7 1159 2,900 
Imports from Common Market 23,972 27,186 13.4 32,500 


es 8 
Main imports from US (1977): agricultural products-578.9 (of which, grains-305.2)— ; 
Machinery & equipment-410.6; chemicals-312.3; minerals-177.4; diamonds-166.3; 
transport equipment-158.5; textiles-110.6; metals-103.8; plastics-103.0. 


1/ Domestic series (e.g., income, production, money supply, debt) are converted 
at constant 1977 exchange rates of US $1=BF 35.84. External series (e.g., bal- 
ance of payments/trade) are converted at US $1=BF 38.60 (1976), 35.84 (1977), and 
33.00 (1978est.). Note the 1976/77 percentage change column in the external 
series and 1978 projections thus include exch. rate shifts. 2/ December or cumu- 
lative figures unless otherwise noted. 3/ Embassy estimates. 4/ Twelve-month aver- 
age. 5/ INS figures for active population not incl. members of armed forces. 
(Population figures are estimated as of end of June. Unemployment figures are 
twelve-month average.) 6/ Three-month average for final quarter. 7/ Customs, not 
payments figures. 8/ Figures for agricultural products including grains are ten- 
month figures for Jan-Oct. All other figures are for the full year. 





SUMMARY 


Despite continued stagnation in early 1978, there are signs pointing to 
an upturn in the business cycle before the end of the year. Belgian 
National Bank (BNB) surveys indicate production could pick up in the 
coming months. Business confidence would also benefit from a more sta- 
ble dollar. A business upswing would provide some attractive opportun- 
ities to US.exporters as businesses re-stock. 1978 should see increased 
Belgian imports of agricultural commodities, raw materials and semi- 
processed goods from the United States. 


The Belgian economy grew an estimated 1.7 percent in 1977. Belgium ex- 
pects some modest improvement in real growth in 1978, perhaps 2.5 - 3 
percent. For the longer run, most observers forecast a number of years 
of modest expansion with no return to the boom era of the mid-Sixties 
in sight. 


Belgian inflation is down--to 5 - 6 percent annually. Unemployment 
reached record levels in 1977 and is still on the rise despite new Govern- 
ment efforts to provide public sector jobs. Increasing social welfare 
spending has contributed to large budget deficits in 1977 and 1978. The 
balance of payments remains near equilibrium but could swing towards 
greater deficit in 1978 with a business upswing. 


Belgium's usual trade deficit with the U.S. continued in 1977, although 
Belgian exports to the U.S. grew faster than imports from the United 
States. The deficit may increase in 1978 as Belgian demand for U.S. 
goods swells to help fuel economic growth. U.S. exporters can expect 
increasing opportunities for sales of sophisticated machinery and 
specialized equipment and instruments, as well as some consumer goods. 
The United States continues as the most important foreign investor in 
Belgium, but investments are growing at a substantially slower pace than 
in the past. 


GENERAL ECONOMIC SITUATION 


Key economic indicators provide little hope for a revival of the Belgian 
economy in the short term. There are, nevertheless, some signs that 
point to possible improvement in the economic climate later this year. 
The Belgian National Bank's (BNB) "synthetic indicator" (measuring busi- 
ness attitudes and éxpectations) has been rising since October, a phe- 
ne@menonthat normally presages an upswing in the business cycle. 


Production 
Industrial production fell sharply last summer and has been stagnant 


since autumn at levels below those of 1976. Construction remains de- 
pressed. This includes residential construction, reflecting demographic 





4 


changes, and non-residential construction which has suffered from some 
shift in government spending away from large infra-structure projects, 
e.g. highways. Prospects in 1978 for the construction sector appear 
less bright than for the economy as a whole. In textiles, gross pro- 
duction fell 12.7 percent in 1977, and structural problems will in- 
hibit real improvement for some time. In steel, production was off 
7.3 percent in 1977 with, however, some upturn noticeable at the be- 
ginning of 1978. Production of base metals overall was down 2.3 
percent last year with an increase in production of non-ferrous metals 
partially compensating for a greater decline in steel. 


The chemical and rubber industry showed a 5.2 percent gain in produc- 
tion in 1977, while production in the metal-working sector slipped 0.2 
percent. Both sectors would be responsive to an upswing in the business 
cycle. Significant gains were registered only by the petroleum refin- 
ing industry whose output rose 20.4 percent in 1977. In other areas 

of the energy sector, coal production was off 6.7 percent while elec- 
trical output dropped 0.6 percent,mainly due to a decrease in export 
demand. Plant capacity continues underutilized at 72 percent, with 

the situation worse in southern Belgium, where many sectors such as 
steel have become outmoded, inefficient and unprofitable. 


Unemployment and Consumption 


Unemployment has been rising since mid-1976 and constitutes a major 
problem. In January (1978), always a month of high unemployment, the 
number of unemployed persons surpassed the psychologically significant 
300,000 mark. The figure fell to 289,000 in March, representing 7.2 
percent of the active civilian population. (The unemployment rate for 
men now stands at 4.5 percent while the rate for women is 12.1 percent.) 
The Government hopes to place 40,000 to 50,000 persons in publicly funded, 
“socially useful" jobs by the end of 1978 although only 9,500 such jobs 
have been clearly identified to date. Even with the prospect of some 
real growth in 1978, unemployment will probably grow, possibly to 7.5-8 
percent of the work force by year-end. 


Economic problems notwithstanding, personal incomes have been largely 
sustained by their tie to the consumer price index and by Government 
transfer payments. Partially as a result, retail consumption has con- 
tinued to rise--2.5 percent in real terms in 1977. Sales of foodstuffs 
at the retail level rose at a slightly higher rate than general retail 
sales, while clothing sales remained unchanged. The number of new 
automobiles put into circulation in Belgium in 1977, however, was 
423,000, only a 1.9 percent increase over the number for 1976. This 
compares with annual increases of 15.3 percent in 1976 and 8.6 percent 
in 1975. 





Inflation 


The most encouraging development in the Belgian economy is a steady 
fall in the rate of inflation. For the twelve months preceding Febru- 
ary 1978, the consumer price index rose 5.4 percent. Principal factors 
in this decline have been an easing in food prices and certain key 
non-food commodities, the latter particularly reflecting stable import 
prices derived in part from the relative strength of the Belgian franc. 
Wholesale prices for the last quarter of 1977 were one percent lower 
than for the corresponding period of 1976. The comparable change a 
year ago was a 6.7 percent rise in the index. Workers’ salaries rose 

an average of 9.0 percent in 1977 compared with 10.4 percent in 1976. 


Investment 


Declining profitability and uncertain future prospects have led to a 
sharp drop in the pace of capital investment in Belgium over the past 
three years. This trend exists despite a generally recognized need to 
replace much Belgian plant and equipment dating back to pre and early 
post World War II investments. New investment is also slow in many 
more modern manufacturing sectors where capacity utilization is often 
low (stemming from over-investment during the 1960's). 


Local bank studies indicate that the average return on capital in 1976 
was 5.5 percent. The investment ratio (total investments/gross national 
product) fell from around 22 percent in the early 1970's to about 20 
percent in 1976/77. The ratio in the manufacturing and processing in- 
dustries fell even more sharply, from 18.7 percent in the mid-1960's to 
13.5 percent in 1976/77. Similarly, some banks project only 

two percent investment growth over the next five years. This projection 
gives little hope for a significant increase in corporate investments 
before the early 1980's; it also postulates that structural reforms for 
industry, particularly steel and textiles, are needed both to im- 
prove the social and economic climate and to stimulate increased investment. 


Public Finance 


Government leaders admit that 1977 and 1978 current national budget 

deficits are considerably greater than earlier forecast: 75.1 and at least 65 
billion BF respectively (compared to 60.3 billion BF in 1976). With capi- 
tal spending added, the national debt increased 167.4 billion BF in 1977, 
more than double the figure projected a year ago. Current-year budget 
forecasts are based on a quite optimistic real growth rate (3.4 percent)-- 
and the Government will have to exercise firm discipline over spending 

to avoid exceeding the current BF 65 billion deficit projection. 


Current public expenditures have shifted since the beginning of this dec- 
ade from economic activity and investment to social spending, particularly 
on unemployment. Most transfer payments are indexed so that transfer 
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payments will rise 17 percent from 1977 to 1978 although overall 
public expenditures are slated to rise only 11 percent. The 
Government believes an increase in taxes to reduce the deficit 

(as it did last year) would be counter-productive under current 
economic conditions. Instead, emphasis will focus on combating tax 
evasion and on possible reform of the country's social security 
system. For the longer term, the Government expects to announce 
this spring a four-year program of reform to eliminate structural 
causes of the operating deficit. 


Belgium's national debt as a percentage of GNP is one of the highest 
in the industrialized world. It is, however, mostly long-term and 
virtually all internal, and debt service has, so far, not posed 
major problems. If and when private sector demand for loans pick up, 
however, financing the Government deficit without generating undue 
inflationary pressures could become more difficult. 


Public investment, which is increasingly directed towards labor 
intensive public works projects, has remained at a high level and 
will continue to increase. The public sector has, for the past year 
and a half, been the major source of demand growth in Belgium. Le 
will undoubtedly continue to play that role until private sector 
demand picks up. Government investment, however, is limited by the 
high operating deficit. 


External Balance and the Belgian Franc 


Belgium-Luxembourg Economic Union (BLEU) imports in BF increased 5.4 
percent in 1977 while exports increased 6.1 percent. Generally, 
exports of minerals and cut diamonds increased, but exports of 
metals and metal products declined 3.6 percent. On the import side, 


transportation equipment was up 8.3 percent while uncut diamonds 
were up 27.5 percent. 


In terms of area, BLEU exports to EEC countries in 1977 rose 2.6 per- 
cent, to Asia--26.1 percent, to Africa--26.8 percent, and to the 
Americas--19.9 percent. BLEU exports (in dollar terms) to the 

United States rose 35 percent over the year, mainly due to increases 
in shipments of steel and diamonds. On the import side, BLEU 1977 
purchases from the EEC rose 5.3 percent (BF terms) and 12 percent 
from the U.S. ($ terms). 


The balance of payments, current account, on a settlements basis, 
remained near equilibrium--a 12.3 billion BF deficit for 1976 

compared to a 11.3 billion BF deficit in 1977. The BF continues 
within the European "snake," firmly tied to the West German mark. 

The National Bank intervened in the market and raised its discount 
rate in late 1977 from 6 to 9 percent to help conserve the linkage. 
Pressure on the BF has subsided since then, however; the discount 

rate is now at 5.5 percent, its lowest point since 1972. Nevertheless, 
some leading export industries (e.g. steel, chemicals) have called for 
greater exchange rate flexibility in Belgium, particularly in view of 
the falling dollar. While short-term BLEU export levels are growing 
roughly at the same pace as world trade, the strength of the Belgian 
franc has limited profits and inhibited investment in export-oriented 
industries, 





There remains a wide consensus, though, in favor of current policy. 
The National Bank, the Finance Ministry, and the Federation of Bel- 
gian Enterprises all publicly oppose significant devaluation of the 
BF, and additional support for this position comes from throughout the 
political spectrum. 


Overall Business Climate and Trends 


The continued stagnation notwithstanding, a recent BNB survey reports 

that more than half of Belgian executives foresee some improvement in 
industrial capacity utilization in the coming months. This preceded the 
recent decline of the dollar in Europe; it is not yet clear how much 

adverse effect this development has had on business confidence. 


OECD figures indicate that Belgium lost a substantial share of its over- 
seas market share in 1975, following that year's currency realignments, 
and has recovered only about half the ground lost to date. Because of 
this experience, and because of Belgium's great reliance on stable con- 
ditions for world trade and investment, much will depend on the inter- 
national climate, as determined by developments on the currency markets, 
in the Multilateral Trade Negotiations and elsewhere. 


With some year-end economic pick-up, the Belgian real GNP growth rate in 
1978 could be in the range of 2.5 to 3 percent. Inflation should be in 
the 5.5-6.5 percent range. Exports are projected at about 8 percent 
higher than 1977 in terms of current BF while imports could be 10 percent 
higher, allowing for industrial re-stocking which would undoubtedly ac- 
company an upturn in the business cycle. 


Institutionally, Belgium is moving over the longer term towards increased 
political and economic regionalization with greater autonomy for the 
Wallonia, Flanders and Brussels regions. The economic effects of 
regionalization are, as yet, unclear. Substantial uncertainty exists 

at this time as to how economic decision-making will evolve and what its 
possible effects could be on allocation of budgetary and other resources 
within the country. In principle, however, national policy in foreign 

and economic affairs as well as in the areas of public finance and mone- 
tary management will remain with central government authorities in Brussels. 


The Government also has been moving--probably unavoidably under the 
straitened economic circumstances--in the direction of increased inter- 
vention in the economy and greater spending on social benefits. The budget 
situation will, however, impose some restraints in these areas. 


In any event, a strong general recovery is still beyond the horizon. The 
relatively modest rate of growth projected for 1978 seems applicable to 

the longer term as well. Exports can be expected to follow the overall 
pattern of world trade, which is generally forecast at about half the growth 
level of the mid-sixties. A significant and sustained economic revival 

in Belgium is unlikely, at least until the early 1980's. 





IMPLICATIONS FOR THE UNITED STATES 


Belgium is a highly developed industrialized country with a greater 
impact on world trade than its physical size and population might sug- 
gest. Indeed, Belgium has the highest per capita volume of trade of 
any country in the world. It has long been an influence within the EEC 
and the OECD for free trade, an improved system of international pay- 
ments, and practical steps to aid the economies of developing countries. 
Its progress in regaining a durable growth path internally without in- 
flation will thus have significant implications for the future of gen- 
eral U.S.-Western Europe economic relations. 


Foreign Trade 


In 1977, BLEU exports to the U.S. rose 35 percent (in dollar terms) 

while imports from the U.S. rose only 12 percent. BLEU imports of 
machinery equipment from the U.S. rose 17 percent in 1977; imports of 
chemicals rose 19.4 percent; diamond imports rose 44.1 percent; trans- 
portation equipment imports were up 29.5 percent; metals imports were up 

7.3 percent; and plastics imports rose 7.4 percent. BLEU imports from 

the U.S. in two sectors fell in 1977: mineral imports were down 24.4 percent 
and textile imports fell 8 percent. In total, however, the BLEU trade 
deficit with the U.S. continued; the BLEU imported $856 million more last year 
than the $1,571 million it exported to the United States. 


This difference is likely to widen in 1978. The devalued dollar will play 
a part in this, but the general deterioration of the BLEU trade balance, 
which would inevitably accompany a period of recovery, will also favor the U.S. 


Agricultural imports from the United States will likely reach record highs 
in 1978, with significant increases expected in BLEU imports of U.S. grains 
and preparations, soybeans and other oil bearing substances. Due to lower 
domestic demand, however, imports of leaf tobacco and cotton are expected 
to decline. 


Imports of minerals from the U.S., which declined in 1977, are expected to 
do better in 1978, as should semi-processed goods. The diamond trade has 
been doing very well lately in a highly speculative atmosphere, but the 
diamond business will probably fall off if the dollar firms. 


As restructuring and modernization of Belgian industry starts moving apace 
in the coming years, there will be increased demand for sophisticated 
machine tools and plant equipment, fields in which the U.S. enjoys a good 
reputation. With labor costs in Belgium among the highest in the world, 
managers of expanding businesses will undoubtedly look to labor-saving 
machinery and devices for their new investments. There are already some 
Signs of a reopening of the market for computers. 


Public investment is expected to remain at a high level. The Government is 
planning a massive expansion and modernization of the Port of Zeebrugge 
and the construction of at least two new nuclear power plants. There is 
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growing awareness of environmental considerations and the market for 
pollution control equipment of all kinds looks promising. 


Travel to the U.S. should also pick up significantly in 1978. Belgians 
are becoming more and more aware of how relatively inexpensive the 
United States is as a vacation destination, not only because of the de- 
valued dollar, but because of new, low air fares. Sabena, the Belgian 
airline, has been granted a new direct route between Brussels and At- 
lanta, and is expected to add jumbo jets to its fleet to handle new 
trans-Atlantic traffic. 


The first MacDonald's in Belgium recently opened with a hamburger "bis- 
tro" in downtown Brussels. Franchising is becoming more important as 

a marketing technique as Belgium is starting to catch up with its neigh- 
bors in this respect. There is also a growing recognition of U.S. com- 
petitiveness in consumer goods. One large department store recently 
successfully promoted a line of quality U.S. made furniture, for example. 
The U.S. is clearly competitive in a wide range of consumer goods. What 
has been lacking until now is an aggressive U.S. attempt to 
penetrate the market, admittedly not easy, but very definitely 
attractive. 

When construction activity picks up in Belgium, U.S. exporters in the field 
can look for attractive opportunities in the heating and air conditioning 
fields (HVAC). 


Detailed reports on "Best Prospects" for U.S. exporters in the Belgian 
market are available from the U.S. Department of Commerce. 


Investment 


The Belgian Secretary of State for Flemish Regional Economy and Budget, Mark 
Eyskens, recently returned from a visit to the U.S. voicing "modest optimism" 

about the prospects for continued U.S. investment in Belgium. American executives 
who met the Secretary during his visit, he said, had expressed con- 


pers Over Belgium's indexation, taxation policies, and rigid labor 
aws. 


U.S. investment in Belgium, amounting to an estimated $3.5 billion, com- 
prises almost half of all foreign investment in the country. Recent foreign 
investment inflows, however, reflect diminished U.S. activity. The U.S. 
contributed 65 percent of investment flows into Belgium during the period 
1959-68, but a declining percentage since then (i.e. 25 percent in 1975 

and 17 percent in 1976). Despite the decline in new U.S. investment, rein- 
vestment by the some 1,200 American companies in Belgium remains at a 
reasonably high level. 


Concerned with the decline in the growth of foreign investment, the Govern- 
ment has stressed the benefits to business of decisions it has made re- 
cently to reduce or eliminate certain investment taxes. One example is the 
5 percent VAT on investment goods which is now reduced to zero when the in- 
vestment is either from a new investor, meets certain labor-creating cri- 
teria, or exceeds a firm's past investment performance. 
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In the meantime, BLEU investments in the U.S, now probably measuring 
more than one billion dollars, have been growing steadily, both in 
real terms and as a percentage of overall EEC investments in the 
United States. New Belgian investors are now often medium-sized com- 
panies, a departure from the past when only the several large Belgian 
firms sought investment in the U.S. 


Although the State of Pennsylvania recently closed its European office, 
twelve U.S. States and eight U.S. ports maintain permanent offices in 
Brussels. These have clearly been responsive to the high degree of 
Belgian interest in and trade with the United States. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 


extension. 


Area Extension 


Africa 
Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 


Peoples Democratic Republic of Yemen, Qatar, 


Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 
Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 


5767 
3865 


4504 
5228 
3944 
3848 
2795 
4421 


3646 
5401 
2425 
2522 


$427 
2314 


2995 











